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and supports his main contentions with statistical data. The 
significance of the Siemens-Martin process of steel manufac- 
ture for the increasing use of scrap material is discussed. The 
capital necessary to this process is shown to be relatively small — 
a matter of some importance in connection with the growth of 
trusts and cartels. Some interesting observations are made re- 
garding the significance of the use of scrap in countries con- 
suming large quantities of iron and steel but having limited 
ore and coal deposits. Such countries have a large stock of scrap, 
and this material will in the future help to give them greater 
economic independence. 

Abraham Bebglund. 
Washington, D. C. 
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Freight Classification. A Study of Underlying Principles. By 

J. F. Stbombeck. Hart Schaffner & Marx Prize Essays, 

XII. (Boston: Houghton Mifflin Company. 1912. Pp.131. 
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Mr. Strombeck has written a lucid, interesting and instructive 

book, which will be valuable as a text in railroad courses in the 
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universities. He tells with technical knowledge and accuracy, 
but in simple, non-technical language, the way railway freight 
classifications are made and the factors that determine the classes 
into which commodities are put. He illustrates and supports 
his points with full references to the practice of railways, to 
statements made and testimony given by railway officers, to 
opinions of the Interstate Commerce Commission, and to decisions 
of the courts. He apparently accords reasonable weight to cost 
of service and value of service as factors in classification and 
to the various elements entering into them. 

The most original part of his work is his discussion of the 
"indirect" or "constant" and the "direct" or "variable" costs of 
transportation, and the conclusions that he reaches as to the 
way classifications and rates should be adjusted with reference 
to these costs. He argues that, while the direct costs of hauling 
commodities increase with the increase in the dead weight that 
must be hauled in connection with their transportation, the 
indirect costs do not so increase. He, therefore, concludes that 
the part of the rate covering indirect costs should not vary 
with the amount of dead weight that has to be hauled. Besides 
the weight of the car, he includes in dead-weight dunnage, ice 
and preservatives in refrigerator cars, and carriers such as 
barrels and other containers. 

I do not think it is true that the indirect costs are not affected 
by the amount of dead weight carried. Let us take the best 
example, the weight of the car itself. The main reason why 
the capacity of freight cars has been increased is that more 
freight can.be carried in a large car in proportion to its weight. 
(1) The investment in cars required to handle a given amount 
of freight in large carloads is less than the investment required 
to handle it in small carloads. (2) The more tons there are 
loaded per car, the more tons there are hauled in a train con- 
taining a given number of cars ; the more tons there are hauled 
per train, the fewer trains it is necessary to run to handle a 
given ton mileage; and the fewer trains it is necessary to run, 
the less engines it is necessary to invest in. (3) The fewer 
trains it is necessary to run to handle a given ton mileage, the 
less tracks it is necessary to provide, and the less investment it 
is necessary to make in tracks. Of course, the less investment it is 
necessary to make in equipment and tracks, the less fixed charges 
are. It follows that the indirect costs per ton mile, as well as the 
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direct costs, are reduced when the average capacity of cars 
and the average carload are increased; and vice versa. As 
the hauling of dead weight does increase the indirect as well as 
the direct costs, it follows that, contrary to Mr. Strombeck's 
theory, the part of the rate covering the indirect costs also 
should increase with the dead weight. I prefer the terms "divisi- 
ble" and "indivisible" to the terms "direct" and "indirect" or 
"variable" and "constant." It does not follow because a large 
part of the total costs are mathematically indivisible that they 
are also constant for each unit of traffic. In spite of Mr. 
Strombeck's argument to the contrary I believe that the gross 
tonnage it is necessary to haul to move a given tonnage of freight 
is the best unit available on which to compute the total cost 
of moving the freight. 

Samuel 0. Dunn. 
Railway Age Gazette. 

How to Analyze Railroad Reports. By John Moody. (New 
York: Analyses Publishing Company, 1912. Pp. 224. 
$2.50.) 

The only way to acquire a real knowledge of how to analyze 
annual reports of railroad companies is to read the reports 
themselves. These reports are written in a certain language 
and it is as impossible to learn to read and make an analysis of 
a railroad report by only studying a textbook on the subject, 
as it is to learn to read German by only studying a German gram- 
mar. Mr. Moody's little book must be considered, therefore, as 
a popular and quite simply written help in learning the language 
of railroad annual reports. After outlining briefly the problems 
that are met in making an investment in railroad securities, 
based on personal investigation of the subject, Mr. Moody de- 
scribes first the physical factors of the railroad; second, the 
income factors; and third, the capitalization factors. Room is 
given for only a very superficial discussion of a great many of the 
points that are to be considered in making an analysis of a road's 
earning power and of its securities as safe or profitable investments. 

There is a great deal contained in this little book that the 
general public who, without hesitation discuss railroad problems, 
have not even the faintest idea of. On the other hand, there 
is nothing in the book that one who has made any study of rail- 
road securities as investments does not already know. The 



